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Due to their clear compliance with the characteristics of highly liquid assets,
we urge the Agencies to treat GSE debt securities and MBS as Level 1
HQLA. If the Agencies decide this is not possible, presumably because of the
absence of a full faith and credit U.S. government guarantee, the next best
alternative treatment for these securities would be as Level 2A HQLA with a
cap higher than the proposed 40 percent. The 40 percent cap is especially
punitive for small regional banks, which have historically held a super-
majority share of their investment portfolios in agency MBS and, to a lesser
extent, agency debt. By raising the cap, the Agencies could remain consistent
with the Level 2A treatment of these securities in the Basel LCR framework,
while still acknowledging the important and unique role of these securities in
U.S. and global financial markets. A material increase in the cap would also
prevent the presumably unintended consequence of creating an incentive for
U.S. banks to reduce their holdings of these highly liquid securities, thereby
restricting the provision of essential credit to the U.S. housing market and
increasing bank portfolio risk exposures by further concentrating their
investment holdings into a more limited and less liquid range of securities.

In regard to FHLB debt securities, financial market participants and fixed
income investors widely consider the FHLB’s consolidated debt obligations as
safe and highly liquid investments. Historical data show that FHLB debt
securities have behaved similarly to U.S. Treasuries during periods of high
stress in the financial markets. In addition, FHLB debt securities are highly
liquid and readily marketable given their global investor base, large dealer
underwriting group (approximately 70 active dealers) and credit ratings
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challenges as there has been no prior need to retain the requisite data. We ask
the Agencies to allow banks to utilize their own calculations for the estimated
additional margin required under a material adverse change in financial
condition.

Conclusion

In conclusion, we reiterate our support for a uniform metric that all stakeholders
could use to evaluate the liquidity of both individual banks and the U.S. financial system.
However, for the specific reasons outlined in this letter, we believe the proposed LCR
falls short of that objective. In particular, we believe our comments demonstrate that the
proposed LCR does not adequately account for the diversity of bank business and
operating models, would increase investment concentration risk in the banking system,
and creates operational complexities and ambiguities that will prevent it from being a
uniform standard. Moreover, as we outline in this letter, the proposed LCR will likely
create a number of unintended consequences with material negative implications for both
the U.S. banking system and the economy. Finally, and perhaps most importantly, we
believe the Agencies have severely underestimated the effort and expense banks will
incur to implement this new standard; an accurate accounting would reveal that the costs,
and the risks entailed with such a brief implementation timeline, far outweigh the
prospective benefits.

We thank the Agencies for the opportunity to comment. If you have any
questions, please contact me.

Sincerely,

A )
Paul E. Burdiss

Corporate Treasurer
SunTrust Banks, Inc.

24



	Re: Notice of Proposed Rulemaking - Liquidity Risk Measurement, Standards and Monitoring; Comment Request
	Section One: Overarching Concerns
	A. Accelerated Implementation
	B. Operational Aspects
	C. Cash Outflow Rates and Data Availability
	D. Treatment of HQLA
	E. Operational Deposits

	Section Two: Unintended Consequences
	A. HQLA Status
	B. Deposits
	C. Secondary Market Liquidity for Bank Debt

	Section Three: Operational Impediments
	A. Lack of Clarity in Key Definitions
	B. Procedural Clarity
	C. Divergence from Current Market Practice

	Conclusion

